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Notice to Shareholders of Annual General Meeting and Special Meeting 


The Annual Meeting of Shareholders will be held at the Heritage Inn, Salons A, B, & C, 
Rexdale, Ontario, on Thursday, the 28th day of April, 1977 at 10:00 o’clock in the morning. 
Shareholders are cordially invited to attend this meeting. 
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FINANCIAL HIGHLIGHTS 


1976 1975 
(thousands of dollars) 

$12,801 

1,489 

628 

Net income 861 


OPERATIONS 


Capital expenditures 457 
Provision for depreciation 394 


FINANCIAL POSITION 


Working capital 

Fixed assets — net 
Long term debt 
Deferred income taxes 


Shareholders’ equity 


PER SHARE 


STATISTICAL 


Number of employees 
Number of shareholders 
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MESSAGE TO SHAREHOLDERS 


1976 was an eventful year which included the 
highest level of sales your Company has ever 
achieved. Consolidated sales were $14,192,128 as 
compared with $12,801,154 in 1975. Net income for 
1976 was $819,545 our second best year compared 
with last year of $861,116. Dividends were paid 
during the year at the rate of 27¢ per share, the actual 
amount being influenced by our necessity to comply 
with the Anti-Inflation Board's Guidelines which 
permitted only an 8% increase over the prior year. 


Some of the events that took place during the year 
on which we shall comment are favourable and some 
unfavourable. Unfortunately in the early part of the 
year we had a work stoppage at our Container, 
Rexsteel and Metal Decorating Divisions from Janu- 
ary 26th through February 19th. This resulted in a 
loss of production of approximately four weeks. A 
satisfactory settlement was reached with a contract 
in effect to December 31st, 1978. The contract with 
the Graphic Arts International Union that expired 
December 31st, 1976 was renegotiated in a satis- 
factory manner with a new two year agreement in 
effect to December 31st, 1978. Throughout the year 
we incurred cost increases on all product lines, many 
of which were not entirely recovered by increased 
selling prices and improved efficiencies. 


Most of our new product development activity was 
directed towards the continuing program for the 
Explosafe Division. We selected one end use ofl 
Explosafe material to bring to commercial sale within 
the year; this being a consumer product consisting 
of 21/2 and 5 gallon portable fuel containers which 
we introduced to the market in October. Subsequently 
a one gallon container was approved and is now in 
production. A substantial amount of research and 
testing for other end uses of the Explosafe material 
is underway not only within our own facilities but in 
the United States and the United Kingdom, much of 
it being sponsored by the governments of the coun- 
tries as they anticipate military uses for the material. 
Knowledge of the Explosafe system of preventing 
explosions of volatile liquids and gases is spreading 
rapidly and widely. Enquiries and discussions regard- 
ing licensing are currently underway in various stages 


with many organizations from several of the major 


industrial countries of the world. 


In October, your Company acquired the assets of 
Safety Can Corporation, Roscoe, Illinois. This 
company had been temporarily inactive and was a 
privately owned company specializing in the manu- 
facture of industrial safety cans and related products. 
Also in October we opened a steel container 
sub-assembly plant in Alberta to better serve the 
Alberta/Saskatchewan market which had previously 
been served directly from Toronto. 


During the last two months of the year there was an 
unexpected drop in container requirements that was 
felt throughout the industry. This decline, coupled 
with the additional expenses we incurred in launching 
the marketing program for the Explosafe-equipped 
portable fuel containers, caused our fourth quarter 
earnings to be much lower than we had anticipated. 
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Subsequent to the 1976 year end your Company was 
very active. The Board of Directors have approved a 
two-for-one stock split and recommended the action 
be approved by the Shareholders at the Annual and 
Special meeting of Shareholders to be held on 
April 28th, 1977. The quarterly dividend rate has been 
increased to 7c per share from a previous 6c with 
the initial 1977 dividend payable March 15th to 
Shareholders of record as of February 25th. Two new 
Directors were appointed to the Board on February 
11th, 1977 - Mr. Arthur G. Simpson of A.G. Simpson- 
Company Limited and Mr. John E. Sands of Maple- 
brook Investments Limited. They replaced Mr. Harry 
W. Adamson and Mr. Eric E. Baker who had resigned. 


Douglas B. Reddon, the Company's Secretary-Treas- 
urer since October, 1972, was appointed Vice-Presi- 
dent Finance in a position that is expanding with the 
Company's continued growth. Furthermore, Mr. 
James B. Prendergast, who has been a Director 
since March, 1971 and Chairman of the Executive 
Committee since December, 1972, was appointed 
Chairman of the Board of Directors of the Company. 


On February 28th, 1977 your Company purchased 
Vulcan Containers, Inc. for 31,000 Treasury shares. 
This company located in Chicago, has been in 
business since 1916, is a manufacturer of steel and 
plastic containers and will provide the opportunity 
for rapid growth in the U.S. market. Whereas we 
expect it will grow profitably in its present business 
we also anticipate using it as access to the United 
States market for the Explosafe system. On the same 
date we commenced manufacture of Explofoil in the 
Chicago plant. 


Once again we are indebted to our loyal employees, 


customers, suppliers and shareholders for their 
continued support. 
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CONTAINER DIVISION 


The Container Division has four pail manufacturing 
lines, Capable of producing pails varying in sizes 
from 9.1 litres (2 imp. gals.) to 36.4 litres (8 imp. 
gals.). 


The three Can manufacturing lines produce a greater 
variety of sizes from a small 25.6 centilitre (9 fld. 
ozs.) can to a large 738 centilitre (260 fld. ozs.) can. 


The steel and tin plate sheets for these containers 
are cut from coil stock and slit to size by our Rexsteel 
Division. Containers are manufactured with a variety 
of exterior colours as well as various internal linings 
to hold particular products to be packaged by our 
customers. 


With our flexible production capacity most of our 
customers’ orders are supplied within a few days. 
In addition, we carry an inventory of finished contain- 
ers in our warehouses in Toronto, Montreal, Winni- 
peg, Calgary and Vancouver for immediate local 
deliveries. 
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METAL DECORATING 
LITHOGRAPHERS 


Metal Decorating has firmly established itself as the 
largest custom lithographer in Canada. As a sup- 
plier of a service to the manufacturing industry, their 
sales mix has become varied with volume realized 
from market segments such as the closure, metal 
seal, metal furniture, metal toy and the packaging 
industries. Specifically, the packaging industry af- 
fords Metal Decorating the greatest potential for 
growth both through Vulcans requirements and the 
large volume can making industry. 


Currently the plant’s equipment consists of four lines 
namely: a 36” Hoe Printing Line - capable of run- 
ning metal thickness from .0061 to .0239. This line 
is designated as our heavy gauge printing line - a 
42” Wagner Coating Line - capable of running metal 
in thickness from .0130 to .0239. This line is desig- 
nated as our heavy gauge coating line - a 42”’ Crab- 
tree Tandem Printing Line - capable of running metal 
in thickness from .0061 to .0141 and also of apply- 
ing two colours in one pass. This line is designated 
as our light gauge printing line - 42’’ Wagner Coating 
Line - equipped with emission control afterburners 
and capable of running metal in thickness from .0061 
to .0141. This line is designated as our light gauge 
coating line. 
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Ws BEAVERTON 
WIRE PRODUCTS LIMITED 


The Bundle-Buggy continues to dominate the sales 
of this division, with penetration of the Prairie 
Provinces growing appreciably, while sales in Ontario 
are still expanding. 


With the development of our own Oven Wickets, (see 
photo below) which are used in metal lithography 
and metal coating for carrying sheets of metal 
through the bake ovens, we are now expanding this 
line of products to service all the metal lithographers 
and meta! coaters in Canada. Until now the importing 
of wickets from the United States has been time 
consuming and quite costly. 


Some components for our Container Division’s Line 
of Explosafe and Regular gas cans are also fabri- 
cated at Beaverton Wire Products Limited. 


VULCAN INDUSTRIAL PACKAGING LIMITED 


ota 


Pept reese 


seven 


ze REXSTEEL 


The Rexsteel Division provides the unique service of 
modern sheet processing, exclusively from dry coil 
stock. Processing of dry (or unoiled) metal is a ser- 
vice required by a variety of end users who work 
with recoated metals including Vulcan and Metal 
Decorating. From their high speed coil to sheet 
line, fully resquared blanks will be produced ready 
for fabrication into plain pails or for shipment to 
Metal Decorating in the case of lithographed con- 
tainers. 


Rexsteel also provides secondary services, such as 
power shearing and strip or blank slitting, sold 
as a complimentary service by the Metal Decorating 
Division. 
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With the launching in Canada of consumer products, 
applying the Explosafe technology, attention now 
can turn to the much larger U.S. market. Machinery 
to manufacture the aluminum alloy honeycomb mesh 
for use in producing fuel containers of 1 gallon, 2 1/2 
gallon and 5 gallon sizes became operational in 
Chicago, Illinois during February, 1977. Through the 
joint venture Company, Explosafe America Inc. a 
marketing division has been established. 


Activities in Canada in the Explosafe Division have 
been expanding. The first consumer products, port- 
able fuel containers, were introduced in Canada in 
October. These are in 2 1/2 gallon and 5 gallon 
sizes. A 1 gallon container particularly suitable for 
users of lawn mowers, chain saws and other around 
the home applications, has been approved and is 
now in production. Much effort has been directed to 
the developing of production machinery and tech- 
niques. This has been undertaken so that the 
Explosafe Division has on hand the equivalent of 
three production lines. One of which concentrates 
on producing foil for the portable fuel containers. 


Production machinery has been developed to the 
degree that a complete Explosafe system can be 
supplied within 16 - 20 weeks and provide sufficient 
foil per seven hour shift to protect 10,000 gallons of 
container capacity. 


Research and testing for numerous applications are 
continuing in the United States and United Kingdom 
as well as Canada. Testing to date, has been 
completely successful and inquiries and discussions 
regarding licensing are in various stages with organi- 
zations from most of the major industrial countries 
of the world. 
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CONSOLIDATED BALANCE SHEET 


Year Ended December 31, 1976 


ASSETS 
1975 
CURRENT ASSETS 
Gash uo 5 oS Re Ses ole ae ae ee $.29:5/5 
Accounts receivable 2225 as rer es ere 1,743,605 
Inventories. (note 2) Aveck: 12 oc eee ae ee eee re 2,697,244 
Prepaid expenses.and: depositS.> .. aerttas ee ene eee 15,169 
4,485,593 
FIXED ASSETS (note 3) 
Land, buildings, plant machinery and equipment, at cost ...... 6,559,519 
Less accumulated depreciation ae ee ee 2,894,304 
3,665,219 
DEFERRED RESEARCH AND DEVELOPMENT COSTS 
less amortization; (Note 4) 2. oe ar. ee ee 490,534 
Approved by the Board 
ALBERT J. CAVAN, Q.C., Director $8,641,342 
GEORGE R. ZIES, Director 
AUDITORS’ REPORT 
To the Shareholders of 


Vulcan Industrial Packaging Limited 
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VULCAN INDUSTRIAL PACKAGING LIMITED 


LIABILITIES 
1975 
CURRENT LIABILITIES 
Banke Oatim Oe: ©) mame emant eins a usa oa .s os Ok vs us bose Eee $ 500,000 
NOleSEDaVavle a(MOLGI OS) Mi seieien, «ac. 8 ona. es ad is ol os oR are oe 
Accounts payable and accrued liabilities .................. 1 ATOR LS 
Ineomesandsother taxes: payable: «1. oe ben. ok ooaw ene chan on 74,133 
Principal due within one year on long term debt ............ 308,147 
27309;099 
MONG RMEOEE [et (NOlGso) martini cheaiint co ses an ae ae 1sg274742 
BEEERBREDTINCOMESTAXES! tua, Sots cine aus aniet oe eee eeta eae 952,600 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized — 1,406,710 common shares of no par value 
Issued Clara ZOrSNAleS a esky Woks as cera 760,003 
REAINEDIPARNINGS Beret oe oe fa co: wecetcahe se cio esas sete, aes 3,245,402 
4,005,405 
$8,641,342 


Contingent liabilities and commitments (note 8) 
Subsequent event (note 10) 


We have examined the consolidated balance sheet of Vulcan Industrial 
Packaging Limited as at December 31, 1976 and the consolidated statements 
of income and retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the 
financial position of the company as at December 31, 1976 and the results of 
its operations and the changes in its financial position for the year then ended 
in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Toronto, Canada THORNE RIDDELL & CO. 
March 1, 1977 Chartered Accountants 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


Year Ended December 31, 1976 


1975 
SALES: «dcracs'esnaia Siok Se eee ne lee eee er rer $12,801,154 
EXPENSES 
Cost of sales exclusive; of depreciation; . 1... serine 9,403,945 
Depreciation. . axcace oo we a eee ae ee ee 394 243 
SOUL: cava’. «she daria ate cberas States ns ioteekch one ren ee aoe tence eer te Cage 
Administrative © \.. .ad.cs aetac so oe ee ee eee ee 596,851 
interest’ on:long-termidebtty 4-45 anes ewe eee 218,262 
Other: Interest.” :¢ css te ee en er eee 40,066 
11,312,538 
Income before INCOME taxes iw yee ee en ee ee 1,488,616 
Income taxes 
O10] 1i-1)| aeereree rer were or ey rr gine eis Ada yout o cao os 484,000 
Deferred) \.:.: vx avs, oacaes enc Gir sea ee eon en ae 143,500 
627,500 
NET INCOME! x: 550 secs trace are ere loners tae ere eRe een 861,116 
RETAINED EARNINGS AT BEGINNING OF YEAR ........... 2,587,641 
3,448,757 
DIVIDES ica 2. tn ee sete tae ee ee oa Si eae eae oe 203,355 
RETAINED EARNINGS AT END OF YEAR (note 7) ............ $ 3,245,402 
EARNINGS PER SSHARE acter ete ene ae $1.06 
DIVIDENDS PER SHARE uu ay 25¢ 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year Ended December 31, 1976 


WORKING CAPITAL DERIVED FROM 


1975 
Operations 
INGUBILIC OULIC MER vemuncmniete sis tr. rene rn ne coc a evsa ate ae ene $ 861,116 
Items not involving working capital 
DCOICC atiOn mee anaeete nite iin: Dene hh 0s Ale, Ba eee ee 394,243 
Amortization of deferred research and development costs . 9,455 
DSi MeO MICOMELtAXCS «me tmnt tee: naked ican eae 143,500 
Galnzon. Cisposalol Jixed assets, a... och at: «2s cee (2,675) 
1,405,639 
Proceeds from disposal of fixed assets ...............00.. 20,100 
Government assistance, research and development ........ 5,684 
Decrease in current portion of long term debt .............. 
1,431,423 
WORKING CAPITAL APPLIED TO 
CICLO SG mtOMILX CCS ASSOUS a cram tea tiaicrn nee hire aos oo oc clay bine foe 457,306 
Reduction in non-current portion of long term debt .......... 308,147 
BIVIGCLIS Meena ant eerste 5) h aT oa a ts cite oof oo ce aa claire 203,355 
Deferred research and development costs ................ 472,481 
1,441,289 
INCREASE (DECREASE) IN WORKING CAPITAL ...........-. (9,866 ) 
WORKING GAPITAL Al. BEGINNING OF YEAR... 06.2 css ne cys 2,139,864 
WORKINGICAPILALAT ENDUOFR YEAR. ee cas. 68! 5 0 1 wisurales tne $2,129,998 


thirteen 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


Year Ended December 31, 1976 


3. FIXED ASSETS 


1976 1975 
Accumulated 
1. SUMMARY OF SIGNIFICANT Cost depreciation Net Net 
ACCOUNTING POLICIES arc $ 99,546 $ 99546 $ 99,546 
(a) Basis of consolidation Buildings 1,770,812 640,767 1,130,045 1,187,686 


(g) 


The consolidated financial statements reflect the 
financial position, the results of operations and 
the changes in financial position of the company 
and its wholly-owned subsidiary, Beaverton Wire 
Products Limited. 


Inventories 
Raw materials and work in process are valued at 
the lower of cost and replacement cost and 
finished goods are valued at selling prices less 
normal gross profit margins. 


Depreciation 
Depreciation is computed on a straight line basis 
based on estimated useful life at the following 
average rates: 


Buildings 5% 

Plant machinery and 
equipment 8.33% 

Automotive 30% 


Equipment leases payable 

The company has entered into lease agreements 
relating to certain items of plant machinery and 
equipment. As it is the company’s intention at 
the expiration of the lease agreements to exer- 
cise purchase options for nominal considera- 
tion, the fixed assets have been capitalized in 
the company’s accounts at the principal amount 
of the lease rental payments. 


Financial assistance from governments and others 
During the course of certain research and de- 
velopment programs financial assistance is re- 
ceived from governments and others. It is the 
company’s policy to account for such assistance 
as a recovery of costs incurred. 


Deferred research and development costs 

It is the company’s policy to defer costs related 
to development of new products until commer- 
cial production has been attained or the project 
has been deemed commercially unfeasible. Upon 
the commencement of commercial production of 
a particular product, all related unrecoverable 
costs are amortized on a straight line basis over 
a five year period. 


In certain circumstances, additional expendi- 
tures are made to develop new uses and mar- 
kets for existing products. In such cases, it is 
the company’s policy to defer these costs and 
to amortize the unrecoverable portion over a five 
year period from the date incurred. 


Pension plan 
The unfunded past service liability of the pen- 
sion plan relating to the employees of the 
company is being funded over the next eleven 
years with annual charges against operations. 


2. INVENTORIES 1976 1975 


Raw materials 
Work in process 
Finished goods 
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$ 840,525 $ 511,097 
1,823,103 1,565,457 
999,979 620,690 


$3,223,607 $2,697,244 
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DEFERRED RESEARCH AND DEVELOPMENT COSTS 


Plant machinery, 
equipment and 
automotive 


5,156,992 2,667,539 _ 2,489,453 


—_ 
$7,027,350 $3,308,306 $3,719,044 $3,665,215 


LO LO me OLO 


Research and development costs $661,435 $401,090 


Financial assistance from government (note 8) 461,609 271,919 
199,826 129,171 


Accumylated amortization 99,/37 42,078 


144,089 87,093 
80,253 _ 266,235 
224,342 353,328 
Advances to 50% owned corporate joint venture 142,381 137,206 


$366,723 $490,534 


Effective October 1, 1976 the company’s Explosafe 
division commenced commercial production and amor- 
tization of the unrecoverable portion of the research 
and development costs of this product commenced at 
this date. 


The corporate joint venture is engaged in the develop- 
ment, manufacture and licensing of Explosafe products 
in jurisdictions other than Canada. At December 31, 
1976, the joint venture has no income or loss as all 
costs net of revenues received are being deferred until 
commercial operations commence. Accordingly, the 
advances to the joint venture have been included in the 
financial statements as deferred research and develop- 
ment costs. 


LONG TERM DEBT 


Financial assistance, not yet received 


1976 1975 
$1,350,000 $1,550,000 
27,742 ___ 85,889 


Notes payable (bank loan in 1975) 
Equipment leases payable 


1,377,742 1,635,889 

Less principal included in 
current liabilities 227,742 308,147 
$1,150,000 $1,327,742 


The company’s operating and long term lines of credit 
provided by its banker consist of a combination of 
bank loans and bankers’ acceptances and are secured 
by the assignment of the company’s accounts receiv- 
able and inventory. Under the terms of these arrange- 
ments, the company issues short term notes payable, 
subject to bank acceptance, which are refinanced on 
their maturity. Quarterly reductions in the amount of 
$50,000 are required to be made on the long term 
portion of these lines of credit which expires in February, 
1983. 


The equpiment leases payable mature in 1977. 


The principal due on long term debt over the next 
five years is as follows: 


SIE, $227,742 
1978 200,000 
1979 200,000 
1980 200,000 
1981 200,000 
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6. PENSION PLAN LIABILITY 


CONSOLIDATED FINANCIAL SUMMARY 


At December 31, 1976 the balance of past service con- 
tributions outstanding under the companies’ pension 
plan amounted to $203,269. The charge to operations 
for the current year amounted to $18,479. 


ANTI-INFLATION ACT 


The company is subject as a public company to the 
Anti-inflation Act with respect to dividends to share- 
holders. Under this Act, dividends on common shares 
of the company for the twelve months ending October 
13, 1977 cannot exceed 27¢ per share. 


8. CONTINGENT LIABILITIES AND COMMITMENTS 


(i) The company has guaranteed a bank loan to its 
corporate joint venture in the amount of $250,000. 


(ii) Under the terms of an assistance agreement be- 
tween the company and The Government of Canade 
relating to specific research and development, the 
company is committed to expend in the future an 
amount equal to the financial assistance received 
from the Government. In the event that the specific 
projects are commercially successful and the 
company does not expend the amounts as com- 
mitted, the company can be required to repay the 
amounts so received. At December 31, 1976, 
government assistance of approximately $370,000 
may be repayable. 


(iii) In 1975 the company entered into a corporate 
joint venture agreement. Under the terms of this 
agreement, the company received a fifty percent 
interest in the joint venture and agreed that it 
would fund, manage and operate all undertakings 
of the joint venture. The agreement provided that 
the company would establish two operating plants 
in two specific jurisdictions, one in the United 
States of America and the other in either Asia or 
Europe. The company has established an operat- 
ing plant in the United States in Chicago, Illinois. 
The company does not intend to establish an op- 
erating plant in Europe or Asia as it prefers to 


OPERATIONS 
Sales 


Income before income taxes 
Income taxes 


Net income 

FINANCIAL POSITION 
Working capital 
Fixed assets — net 
Other assets 


Long term debt 
Deferred income taxes 


Shareholders’ equity 
CHANGES IN FINANCIAL POSITION 
Net income 
Depreciation 
Deferred income taxes 
Other 
Operations 
Increase in bank loan 
Government assistance 
Proceeds from sale of fixed assets 


Capital expenditures 
Long term debt reduction 
Dividends 

Acquisition of subsidiary 
Other 


Increase (decrease) in working capital 
PER SHARE 

Net income 

Dividends 

Shareholders’ equity 


license companies within these areas on a royalty 
basis. In lieu of establishing such plant, the com- 
pany has agreed to assign to the other joint venture 
partner the rights to the company's 50% share in 
the first $75,000 of joint venture income and the 
company has agreed to an advance payment by 
the joint venture of this first $75,000. 


DIRECTORS AND OFFICERS REMUNERATION 


Number of directors 7 
Remuneration of directors as directors $ 19,000 
Number of officers 6 
Remuneration of officers as officers $204,942 
Number of officers who are directors > 


SUBSEQUENT EVENT 


Effective February 28, 1977, the company acquired all 
of the outstanding shares of Vulcan Containers Inc., 
Chicago, Illinois. As consideration for these shares 
the company will issue not more than 31,000 treasury 
shares at an assigned value of $16 per share. 


No audited financial information is presently available 
for this Company subsequent to December 31, 1975. 
During 1975 and 1976 this company has incurred sub- 
stantial losses and it is expected that this trend has 
continued to February 28, 1977. As a result of these 
losses, at acquisition date the liabilities of Vulcan Con- 
tainers Inc. were in excess of the book value of its 
assets. 


It is management’s opinion that due to the synergism 
between the two companies, the cost cutting programs 
to be instituted and their belief in the inherent under- 
lying value of the assets acquired, that this company 
will be profitable in the near future. 


It is anticipated that Vulcan Industrial Packaging Limited 
will be advancing or guaranteeing a maximum of $700,- 
000 to this company at some time prior to April 30, 1977. 
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The EXPLOSAFE Gas Can 


available 


in 1, 2h and 5 gallon sizes! 


